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Goran tells National Council 
DHEW interest In UR Is 
swinging to PSRO review 
Because of the legal problems that have 
dogged Medicare and Medicaid UP, regulations, 
DKEW has swung i t s major attention i n u t i l i -
zation review to the PSRO program, Michael 
J. Goran, M.D., t o l d the Rational PSR 
Coimcil meeting Sept. 22-23 i n Washington. 
Now that the controversial sections of 
the UR regulations have been rescinded, the 
Department i s focussing on PSRO-mandated 
hospital review, the director of BQA* i n d i -
cated. 
(DREW and the AMA reached a compromise 
Sept. h on the concurrent-review sections 
of the UR regs that had been enjoined by a 
federal d i s t r i c t court. The AMA agreed to 
drop i t s suit pending the issuance of sati s -
factory regulations. Interim guidelines, 
being wri t t e n within BQA, are to be issued 
soon by the Secretary.) 
DATA COLLECTION OK 
Goran noted that his agency has re-
ceived preliminary clearance from 0MB* to 
collect data from PSROs u n t i l July 1 , 1976. 
Final clearance would be expected after that. 
The l a s t day of September marked the 
close of the f i r s t quarter f o r federal re-
porting by conditional PSROs that have 
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Threat of corporate liability 
becomes greater concern as 
hospital delegation begins 
As hospital delegations formally begin, 
the problem of corporate l i a b i l i t y and insur-
ance is drawing new attention from the New 
York State PSROs. In one indication of the 
concern, a subcommittee has been formed to 
attempt to determine whether an insurance 
carrier would be w i l l i n g to discuss insur-
ing PSROs for l i a b i l i t y . 
While some fee l PSROs are already pro-
tected by l e g i s l a t i o n , others point out that 
the l e g i s l a t i o n offering such protection has 
not yet been tested i n the courts. Some 
PSROs, meanwhile, are seeking to get l i a b i l -
i t y insurance for t h e i r nonphysician r e-
viewers . 
FEDERAL STATUTE CITED 
Morton N. Chalef, director of the state-
wide support center, t o l d PSRO Update that 
a federal statute protects PSRO people. " I t 
s p e c i f i c a l l y exempts the physician from be-
ing sued for any of his acts while perform-
ing i n a PSRO milieu, provided what he did 
was done with due care," he said. "But even 
though the statutory privilege exists, i t 
doesn't stop someone from suing you. You 
have to hire a lawyer, and that's going to 
cost money." 
Chalef said that at an earl i e r meeting, 
the l i a b i l i t y question was raised, and 
Michael Goran, M.D., director of the Bureau 
of Quality Assurance, replied that corporate 
l i a b i l i t y insurance is "an acceptable expen-
diture." However, Chalef added, Goran also 
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Threat of corporate liability 
becomes a greater concern 
(Continued from pg. l ) 
said DHEW considered the maximum policy cost 
should he $750. "This is not r e a l i s t i c , " 
Chalef commented. "For example, you won't 
get anyone to insure a PSRO, such as one 
with 10,000 doctors i n New York Cotinty, for 
$750." 
Eugene O'Reilly, project director of 
the Nassau Physicians Review Organization, 
also f e l t that the $750 figure cited hy BQA 
was not reasonable f o r insijrance coverage. 
"For $2 ,500, you wouldn't get f u l l coverage," 
he pointed out. "You need deductibles and 
coinsurance. The PSRO would act as coinsur-
er, and i t might pay a portion of the deduc-
t i b l e , but we re a l l y don't ha.vc the money 
to pay the deductible. Naturally, a physic-
ian working wi t h i n the PSRO does not want to 
be exposed to additional r i s k as a result of 
doing t h i s work. There has been some dis-
cussion with the Justice Department (about 
providing legal assistance i f a PSRO i s sued^ 
but no assurance has been given." 
Russell Johnson, M.D,, vice president 
for professional a f f a i r s of the Hospital 
Association of New York, t o l d PSRO Update 
that he f e l t there sho-uld not "have to be 
any additional l i a b i l i t y insurance because 
of physicians' participation i n PSRO." 
There should be adequate protection under 
the law, "which we think there i s at the 
moment, but i t hasn't been tested i n the 
courts," he said. 
Johnson said that New York State's 
law contains a provision that indicates 
that records of u t i l i z a t i o n review and 
credentials committees "cannot be i n t r o -
duced into the courts." Of course, he 
added, " i t doesn't prevent some enterprising 
lawyer from subpoenaing the record and t r y -
ing to introduce i t . " 
NONPHYSICIAN COVERAGE 
The Bronx County Medical Services 
Foundation, Inc.,reported that i t was t r y i n g 
to get l i a b i l i t y insurance for i t s nonphysi-
cian reviewers. "We're t r y i n g to get some 
company to give us a policy," Harry Feder, 
executive director, said. He emphasized 
the need to c l a r i f y protection for PSRO 
people, not only i n a hospital setting or 
physician's o f f i c e , but also outside such 
settings. 
Feder added that the Bronx PSRO planned 
to meet soon with state legislators to 
suggest l e g i s l a t i v e solutions to potential 
l i a b i l i t y problems of medical review organ-
izations . 
Eleanore Rothenberg, executive director 
of the New York County Health Services Re-
view Organization, said, "We are now having 
our legal counsel explore t h i s question: 
What kind of malpractice suit might be 
brought against the PSRO? We recognize 
that i t i s very much a major and unresolved 
issue." 
Rothenberg said that the issue had not 
been clearly defined at the DHEW l e v e l , and 
she, too, said the $750 figure was not "real-
i s t i c . " 
Other PSROs are just beginning to con-
sider the l i a b i l i t y question. Sheryl 
Buchholtz, associate executive director. 
Kings County Health Care Review Organiza-
t i o n , said that the board has not yet dis-
cussed the question, and cited the state 
law as providing protection. 
On t h i s point. Dr. Roger C. Herdman, 
deputy commissioner for research and care. 
New York State Department of Health, pointed 
out that the state law that protects u t i l i -
zation-review committees i s a section of 
the education law. 
WILL PSRO REDUCE PHYSICIAN MALPRACTICE? 
"I'm not t o t a l l y convinced that the 
PSRO is going to do much for malpractice, 
as far as the protective aspect i s con-
cerned," Dr. Herdman said. " U n t i l t h i s i s 
tested i n the courts, I remain unconvinced. 
UR committees i n hospitals have been around 
for a long time, and i t never had any notice-
able impact on the malpractice situation. I 
think that the solution l i e s i n other man-
euvers , rather than i n the PSRO." 
Peter Whitten, executive director of 
the PSRO of Central New York, Inc., (Syra-
cuse), noted that i t i s " t o t a l l y irrespon-
sible...to say that the PSRO is going to 
pot e n t i a l l y save physicians from malpractice 
suits." On the contrary, he said, " I think 
the climate i s ripe for that sort of thing. 
When people know the federal government is 
involved, from a payment standpoint, then 
there might be even further incentive to go 
out and sue. I certainly f e e l i t would be 
unfair for a physician to be l i a b l e to a 
suit i f he does PSRO work." 
Apropos the question of protection, 
a report l a s t year by two s t a f f members of 
the Joint Commission on Accreditation of 
Hospitals noted that 17 states s p e c i f i c a l l y 
provide for nondiscoverability of the re-
view committee's proceedings and reports. 
Thirteen states hold that such records are 
generally not subject to subpoena, discov-
ery or disclosure. 
The two s t a f f members, Charles M. 
Jacobs, J.D., and Susan Weagly, also pointed 
out, "Congress included a nondisclosure 
provision i n the Professional Standards 
Review Organization l e g i s l a t i o n covering the 
data and reports that health-care providers 
and professionals submit to PSRO organiza-
tions (Section II67)." • 
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N.Y. hospitals, PSROs starting 
to sign delegation agreements 
Five hospitals i n the Genesee Region 
PSRO have become c e r t i f i e d to conduct u t i l i -
zation review, i t was reported by Jack Cole-
man, director. 
Coleman said he believes these hospitals 
were the f i r s t i n the state to receive c e r t i -
f i c a t i o n . Meanwhile, hospital delegation 
a c t i v i t i e s are proceeding throughout the 
state. 
The c e r t i f i e d hospitals i n the Genesee 
Region PSRO are Rochester General, Geneva 
General, Genesee, St. Mary's and I r a Daven-
port. "We're i n the process of signing 
memoranda of understanding," Coleman said. 
"We've signed with Blue Cross, and not yet 
with the Medicaid intermediary." 
STAFFS GATHERED 
He said that some of the hospitals have 
hired new s t a f f members to handle review. 
Others transferred s t a f f people from other 
tasks i n the hospitals. 
"There are, of course, a l o t of wrinkles, 
as i n any new system," he said. "The b i g -
gest problem i s confhsion resulting from 
our assumption of review responsibilities 
before Medicare and Medicaid have completely 
withdrawn t h e i r old requirements. Money i s 
another problem; some of the hospitals are 
worried about reimbursement." The area has 
26 hospitals i n a l l . 
Another PSRO that claimed to be f i r s t 
i n c e r t i f i c a t i o n i s the Bronx Medical Ser-
vice Foundation, Inc., which reported dele-
gation at Mount Eden Hospital, Montefiore 
Hbspital, and the Hospital of the Albert 
Einstein College of Medicine. Harry Feder, 
executive director, said a memorandum of 
understanding has been signed with Blue 
Cross-Blue Shield of Greater New York, and 
that he expects immediate signing of a 
memorandum of understanding with the state 
Department of Social Service and the state 
Health Department. 
Feder said the hospitals have hired 
people to do the reviewing and that "the 
Hospitals understand that t h e y ' l l be reim-
bursed at a l a t e r date." 
EARLY 'SCARE' ABATES 
Feder noted that the DHEW announcement 
of revision of UR regulations i n .response 
to a court s u i t by the American Medical 
Association has. "scared" some hospitals, and 
"almost delayed the signing of the memoranda 
of understanding." However, once i t was 
understood that the PSRO l e g i s l a t i o n i t s e l f 
was not involved, the hospitals were reas-
sured. 
Eugene O'Reilly, project director, 
Nassau Physicians Review Organization, re-
ported, "Effective Sept. 30, we w i l l 
.have memoranda of understanding with four 
hospitals (Nassau County Medical Center, 
Mercy Hospital, Nassau Hospital and Mid-
Island Hospital) and we w i l l be on schedule." 
Eleanore Rothenberg, executive director 
of the New York County Health Services Re-
view Organization, said she expects that the 
f i r s t two hospitals i n her area to be dele-
gated w i l l be c e r t i f i e d i n October, to be 
followed by two more i n November, and an-
other two i n December. She pointed out the 
PSRO i s tackling the large hospitals f i r s t , 
those with thousands of admissions. "That 
means we have to monitor and validate what's 
going on, and that takes a l o t of time," she 
said. • 
Potential consortium members 
form data system study group 
Having abandoned, for the time being, 
the controversial issue of control of a 
state-wide hospital-patient data system i n 
New York State, the four participating groups 
have now formed the New York State Society 
for Cooperative Health Data Systems, Inc., 
to consider the f e a s i b i l i t y of such a data 
system. 
Equal representation is the basis on 
which the four major groups—the PSROs, the 
state. Blue Gross and other commercial car-
r i e r s , and the hospitals—are proceeding with 
the study plan. A September meeting was 
scheduled to move ahead, based on the study 
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theme. The meeting was to take up incorpor-
ation and subsequent application to DHEW for 
funding for the study. Incorporation i s 
necessary before application can be made. 
A 'LOOK' - NOT A COMMITMENT 
"Everyone i s comfortable with t h i s , " 
Dr. Roger C. Herdman, deputy commissioner 
for research and care. New York State Depart-
ment of Health, said. "The group w i l l now 
go ahead and explore the f e a s i b i l i t y of a 
cooperative health-data system, and ways i n 
which such a system could be implemented. 
There's certainly no commitment for anyone 
to do anything but take a look." 
Eugene O'Reilly, project director of 
the Nassau Physicians Review Organization, 
said, "They've changed the thrust, and i t ' s 
now a question of the study of the feasi -
b i l i t y of a data system. At the la s t meet-
ing, the PSROs voted to continue t h e i r i n -
volvement." Harry Feder, executive direc-
tor of the Bronx County Medical Services 
Foundation, Inc., said, "This w i l l allow the 
PSROs to have input i n the deliberations." 
Russell Feltus, managing director of 
the Five-County Organization for Medical 
Care and PSRO, said "We have generally 
gone along with the idea up to t h i s date," 
aside from the question of how much repre-
sentation would be given to the PSROs. 
Hope for "some agreement on a r t i c l e s 
of incorporation and possibly some updating 
agreement on the bylaws and the application 
to DHEW for funding of the study" was ex-
pressed by Dr. Russell Johnson, vice pres-
ident for professional a f f a i r s . Hospital 
Association of New York. 
ALL HAVE 'EQUAL SAY' 
Explaining the present tentative "agree-
ment to continue," Dr. Johnson said that 
each PSRO i s e n t i t l e d to be represented. 
Each- of the four groups w i l l have equal rep-
resentation and equal say." Each PSRO 
vou3d be e n t i t l e d to have membership on 
the board of directors. With any increase 
i n new directors from t h e i r group, "there 
would have to be a subsequent increase i n 
directors from the other groups, to main-
t a i n an equal representation i n the study 
group's board of directors," he said. 
Dr. Peter Rogatz, executive vide pres-
ident of the Blue Cross of Greater New York, 
said, "We are anticipating the success of 
the consortium." lie added that the ques-
t i o n of representation, which s t a l l e d the 
earl i e r concept of the data consortium, is 
a "very, very complicated question." Dr. 
Rogatz acknowledged that the lack of agree-
ment on representation included the Blue 
Cross and the commercial insurance companies. 
REPRESENTATION AN ISSUE 
Blue Cross and the commercial insurance 
companies abstained from voting on the rep-
resentation question at the meeting at which 
the PSROs voted against a 25 per cent rep-
resentation. At that meeting, the PSROs 
made clear t h e i r dissatisfaction with the 
percentage of representation then proposed 
(2-5 per cent). Subsequently, i n informal 
meetings, when the immediate function of the 
consortium was changed to a study group, 
PSROs agreed to participate, • 
PSROs to set times to certify 
need for further medical care 
PSROs w i l l be expected to specify the 
times i n a patient's stay when attending 
physicians shall c e r t i f y that further i n -
patient care i s medically necessary, ac-
cording to a draft transmittal presented to 
the National Council meeting by BQA s t a f f 
member Larry Sobel. 
These time requirements for physician 
c e r t i f i c a t i o n under PSRO should usually 
be based on percentiles of length-of-stay 
norms, rather than on arbit r a r y checkpoints, 
as often developed under Medicare and 
Medicaid review. 
CLARIFIES JUNE DECISION 
Purpose of the draft transmittal i s to 
c l a r i f y the Secretary's decision of June l 6 
to replace physician c e r t i f i c a t i o n under 
Medicare and Medicaid with physician cer-
t i f i c a t i o n by the operating conditional 
PSROs. 
According to the d r a f t , "The f i r s t 
such c e r t i f i c a t i o n time should usually be 
no l a t e r than the 50th percentile of 
length-of-stay for patients i n similar age 
groups with similar diagnoses." 
WHEN, WHAT, HOW 
PSROs are to decide when physician 
c e r t i f i c a t i o n should take place and what 
type of information i s required; notice of 
these decisions must be sent to a l l physi-
cians practicing i n the PSRO area. 
The PSRO may specify the manner i n 
which c e r t i f i c a t i o n is to be made; for 
example, by a specially created form, i n a 
patient's medical record or through refer-
ence to daily progress notes or treatment 
orders. However i t is done, the c e r t i f i c a -
t i o n must be signed by the attending phy-
sician. • 
New England 
Continuing as the most immediate 
problem for New England PSROs i s the issue 
of data. Pressure to choose an abstract 
and a data processor suitable to the hos-
p i t a l s increases as conditional PSROs move 
closer to hospital review. 
Connecticut and Massachusetts are 
under additional pressure to come up with 
a single solution statewide to the problem, 
rather than leaving i t to individual PSROs. 
Some of the data problems; 
—BQA has set what many consider a 
t i g h t c e i l i n g of 75 cents per discharge 
abstract on the cost of data processing; 
— t h e government i s less and less i n -
clined to approve a data contract that i n -
volves creating a new data system; 
—most PSROs have more than one ab-
stracting system i n use i n t h e i r area hos-
p i t a l s ; 
— g i v e n the mandate to b u i l d a data 
plan on what exists, PSROs f i n d the com-
p e t i t i o n between data processors to be 
intense; 
—^and, underscoring a l l these concerns 
is the potential for considerable power i n 
the hands of whoever controls a data 
system. 
GREATER COOPERATION 
In Massachusetts several moves i n the 
past month have contributed to a climate 
of greater cooperation among agencies and 
in s t i t u t i o n s that seek a role i n f i n a l 
decisions about data. 
F i r s t , a recent meeting of the PSROs, 
the state Medicaid authority and the Massa-
chusetts Hospital Association produced 
agreement on a number of changes to be 
made i n the CHAMP* data contract—changes 
that w i l l f a c i l i t a t e a PSRO reporting sys-
tem when the l a t t e r takes over review of 
Medicaid patients. 
AREA OF AGREEMENT 
According to the administrative direc-
t o r of the Western Massachusetts PSRO, 
Charles Everett, "Our objective is to unify 
an approach on collecting data and output 
reports. We need to agree on a number of 
standard output tables and on the data 
elements to produce output reports. I f 
we can agree on these, the forms and the 
processor are minor." 
Medicaid contracts o f f i c e r Jamie 
Fenwick reported that f i v e bids have been 
received for a new data-processing contract. 
and that, pending the outcome of two more 
of these meetings and the report of a con-
s-ultant hired by the Commonwealth I n s t i t u t e 
of Medicine to evaluate the proposals, a 
contract w i l l be awarded, he estimated, 
about the end of October. 
The proposed changes i n CHAMP reports, 
Fenwick said, would mean "basically a 
format change, not a systems change." 
These changes should present no problems 
for the bidders i n adjusting t h e i r pro-
posals, he noted. 
Optimism expressed by the PSROs 
suggests that much of the contentiousness 
between the state support center (CIM)* 
and the PSROs is fading. (CIM created 
the CHAMP system and s t i l l provides i t s 
administrative s t a f f . ) 
CONSORTIUM WEIGHED 
Another meeting of perhaps more 
long-term significance took place i n Mass-
achusetts late l a s t month when nearly two 
dozen top o f f i c i a l s of the medical society, 
the hospital association, state agencies, 
private medical schools, health insurance 
carriers and health planning agencies as-
sembled and agreed to begin on a data con-
sortium for the state. 
Jacob Getson, director of the state 
o f f i c e for health planning, convened the 
meeting to seek agreement among data pro-
ducers and users on methods that would 
make "good data available to a l l . " 
He called i t "an unprecedented e f f o r t 
between government and the private sector 
i n sorting out data needs. I t was aimed 
at looking at how HSAs* and PSROs should 
get together on data." 
The group established a working sub-
committee to develop organization models 
to present at the next meeting, to be held 
a month from now. Getson said his goal i s 
to complete the planning phase by the f i r s t 
of January. Thereafter, the group might 
work out some type of organization. 
MOVE IN CONNECTICUT 
In Connecticut, the attempt to f i n d a 
single solution to PSRO data needs has pro-
ceeded under the i n i t i a t i v e of the support 
center, the Connecticut Medical I n s t i t u t e 
(CMI). 
Three of the four PSROs appeared 
ready to agree with a coming decision by 
CMI on a data system. The fourth, Eastern 
Connecticut PSRO, was going i t s own way 
i n examining potential contractors, a pro-
cess that included conducting a f i e l d test 
of the newly developed PAS*abstract for 
*CHAMP—Commonwealth Hospital Admissions *HSA-Health Systems Agency -5 
Monitoring Program *PAS—Professional A c t i v i t i e s Studies 
*CIM-Commonwealth I n s t i t u t e of Medicine 
PSROs. Donald Woodbury, administrative 
director of Eastern Connecticut, said he 
believes his PSRO is the only one i n the 
country to put t h i s abstract on t r i a l . 
But, he said, "We're not taking the 
abstract out of the hospitals; we're leaving 
i t there u n t i l questions of protecting con-
f i d e n t i a l i t y are settled. We're p u l l i n g 
o f f the aggregate data required by the PMIS* 
report section on concurrent review." 
Woodbury said the test was working 
f a i r l y w e l l , with small problems such as 
an i n s u f f i c i e n t number of blanks for Connec-
t i c u t ' s 1 5-digit i d e n t i f i c a t i o n number for 
Medicaid, and a possible b i l l i n g deadline 
for Medicare that sometimes f a l l s e a r l i e r 
than a physician's deadline for completing 
a patient's discharge papers. 
CMI BOARD TO DECIDE 
As for F a i r f i e l d , Hartford Coimty and 
Connecticut I I PSROs, the expected decision 
by CMI's board early t h i s month may set t l e 
the data question. Each PSRO, however, 
must develop i t s own Request fo r Proposal 
for a data contract and have i t approved 
by Washington. 
Part of the data question i n Connec-
t i c u t involves whether the state support 
center, through subcontracts with the 
PSROs,will manage a data system. • 
Conditional PSROs in N.E. 
expect hospitai review 
to get moving by December 
Conditional PSROs around New England 
report that hospital review is expected 
to s t a r t by December, with phase-in of a l l 
hospitals scheduled through the f i r s t h alf 
of next year. One of the major factors i n 
getting review started has been completion 
of MOUs* between the PSRO and Medicare 
intermediaries and Medicaid. 
These agreements are intended to spe l l 
out the resp o n s i b i l i t i e s assumed by the 
PSROs i n conducting binding review, with 
no retrospective denials of payment for 
patients under T i t l e s l 8 and 19. 
SOME RESERVATIONS 
Most MOUs are on the way to completion, 
and w i l l be f i n a l i z e d before review begins; 
the process of reaching agreement i n some 
cases took longer than the PSROs anticipated, 
One PSRO director called his Medicare 
MOU "workable, but not perfect." He had 
reservations about the preamble, which says 
the MOU w i l l be modified according to 
statutes and general instructions of the 
Secretary. This s t r i c t u r e , he said, w i l l 
not necessarily bind him i f , f o r example, 
the Secretary asks for the i d e n t i t y of a 
physician to be taken from PSRO review 
records. "There's no way I'm going to 
give him that name," he said. r-y 
Once review s t a r t s , the PSRO must begin 
f i l i n g quarterly reports with BQA. The 
f i r s t quarter for reporting ended last 
month; and reports are due 60 days after 
the end of the quarter. 
Binding review by Charles River PSRO 
i n Massachusetts w i l l have started i n a l l 
seven of i t s area's acute-care hospitals 
t h i s month on a l l Medicare and Medicaid 
patients. 
BAY STATE BEGINS 
Bay State, the large metropolitan 
Boston PSRO, began nonbinding review late 
l a s t month i n four hospitals that are f i e l d -
t e s ting i t s elaborate, comprehensive ab-
stract. This PSRO, unlike Charles River, 
chose to wait for an MOU with the state, 
thus beginning review on both Medicare and 
Medicaid patients simultaneously rather 
than s t a r t i n g the Medicare patients f i r s t . 
Two of the region's PSROs—Central 
Massachusetts and Vermont—are s t i l l i n 
the planning phase, awaiting Congressional 
appropriations to f i n d out whether BQA can 
fund them as conditionals before the end 
of t h i s calendar year. I f the money and 
approvals for conditional PSROs are not 
forthcoming, BQA w i l l probably extend t h e i r 
current planning budgets. 
SOME GO AHEAD 
For some of the conditionals, deciding 
on a data system is a prerequisite to 
st a r t i n g review. Other PSROs have decided 
to go ahead, i n the absence of a decision 
on a data system, without processing data; 
they w i l l collect information on worksheets, 
taking from them aggregate data for report-
ing to BQA and transferring what is needed 
by the state to forms now used for Medi-
caid patients. 
Now that review is approaching, PSROs 
have begun to raise questions about l i a b i l i t y 
insurance to cover the corporation; directors 
and o f f i c e r s ; and physicians and other per-
sonnel involved i n hospital review. 
BQA has said i t sees l i t t l e r i s k of 
- l i a b i l i t y for damages; i t w i l l not under-
take to defend a PSRO i n a lawsuit; i t w i l l 
allow up to $750 i n l i a b i l i t y premiums; and 
the PSRO law e x p l i c i t y protects PSRO em-
ployees and members i n actions related to 
the review process, but does not protect 
the corporation or i t s o f f i c e r s . These 
points were made by BQA director Michael 
*MOU—Memoranda of Understanding 
*PMIS—PSRO Management Information System 
J. Goran, M.D., i n a l e t t e r to a PSRO 
that raised questions of l i a b i l i t y several 
months ago. 
NOT A FULL ANSWER 
These points do not seem to answer 
s a t i s f a c t o r i l y the concrete issue of whether 
insurance companies w i l l carry PSROs for 
the protection they deem necessary. For one 
thing, state laws have much to say about 
l i a b i l i t y : the Connecticut support center, 
for example, i s looking into the question 
i n that state. 
Satisfactory answers to these questions 
of l i a b i l i t y might have to await court tests, 
sure to be an important part of the develop-
ment of the PSRO program. 
Queries keep coming i n to PSROs from 
nonphysician health professionals, i n f i e l d s 
ranging from dentistry to social work. In 
some PSROs, dentists, more than other health 
professionals, serve as board members, as 
consultants to c r i t e r i a committees or on 
advisory committees to the PSRO. 
Various dental societies have urged 
PSROs to include dentists i n such areas as 
developing c r i t e r i a and s i t t i n g on review 
committees, because, they argue, dentists 
who admit patients to hospitals ought to 
have something to say when peers review 
inpatient care. 
Some PSROs openly welcome interest 
from nonphysician health professionals, but 
most say they are too busy getting review 
ready i n acute-care hospitals to think 
about roles for nonphysicians now. • 
Specified Jan. 1 'deadiine' 
in non-PSRO areas is debated 
Also raised at the meeting was the 
issue of the Secretary's authority to enter 
into agreements af t e r Jan. 1 , 1976, with 
nonphysician groups i n areas where there 
has been no PSRO a c t i v i t y . Several Council 
members noted that the deadline specified 
i n the law i s not hard and fa s t , since the 
Secretary is obligated to contract with a 
physician group, i f one exists i n the area, 
even after Jan. 1 , 1976. 
ISSUE NOT RESOLVED 
Others pointed out that the deadline 
in the law could not be considered binding, 
but that the Secretary was mandated to 
begin PSRO operations i n a l l areas, even 
i f the PSRO were spawned by a nonphysician 
organization. The Council f a i l e d to se t t l e 
the issue of Jan. 1 deadline, but most 
members seemed to fe e l the matter would be 
resolved by a decision of the Secretary. • 
DHEW interest in UR 
swinging to PSROs 
(Continued from pg. l ) 
started review. The reports are due at BQA 
60 days after the end of the quarter. 
Goran noted that the data coming i n 
from PSROs w i l l be important to BQA i n mon-
i t o r i n g the program. BQA needs persuasive 
s t a t i s t i c a l evidence that the program i s 
working e f f e c t i v e l y i n order to gain higher 
appropriations from the Congress. 
To assist conditional PSROs i n making 
decisions on data, a meeting was called for 
Oct. 1 i n Washington to answer questions and 
spell out BQA data requirements more explic-
i t l y , Goran announced. 
PROPOSED RULES 
Notices of proposed rules w i l l be forth-
coming, the director noted, i n the following 
areas: overall authority of PSROs, r e l a t i o n -
ship of the PSRO to Medicare and Medicaid, 
basic hospital-review authority of PSROs i n 
hospitals, hearings and appeals, state 
councils and advisory groups, and sanctions. 
AFFIRMATIVE ACTION 
As with any other federal contract, the 
director pointed out, affirmative action 
requirements of T i t l e 5 must be complied 
with; his agency i s preparing a policy 
statement aimed at assuring compliance. • 
Council defines role in helping 
develop norms, standards, criteria 
There was a consensus among Council 
members that the Council's role i n helping 
PSROs develop norms, standards and c r i t e r i a 
should be to provide technical assistance 
through dissemination of regional c r i t e r i a 
to be used by PSROs as points of reference. 
Debate was touched o f f over the i n t e r -
pretation of the term regional norms, i n i -
t i a l l y viewed by the Council as applying 
to DHEW regional areas. I t was pointed 
out, however, that the word regions i s 
used i n the law to apply to areas within 
a single PSRO. 
The question of d e f i n i t i o n i s impor-
tant, because use of regj opal to apply to 
a geographic area beyond the borders of a 
single PSRO does not allow for development 
of guidelines that take into account the 
discrepancies i n practice existing within 
a single geographic area—as, for example, 
between urban and r u r a l . 
Some Council members, however, were of 
the opinion that differences affecting the 
establishment of norms, standards and 
c r i t e r i a would not be great, and that i n -
stead large areas of agreement were l i k e l y 
to emerge. • 
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OPINION 
Blue Cross gives its view 
on involvement of Fis 
Responding to last month's discussion 
of the question, whether f i s c a l intermedi-
aries should he involved i n data processing 
of PSRO information, David H. Klein, a 
spokesman for Blue Cross Association, pres-
ents the viewpoint of the f i s c a l i n t e r -
mediary. 
The Sept. 5 issue of PSRO Update 
presented the opinion of John W. Bussman, 
M.D., president of the American Association 
of PSROs. 
Dr. Bussman's Update a r t i c l e presents 
his opinion concerning the acceptability of 
DHEW mandating that PSROs use f i s c a l - i n t e r -
mediary claims systems for collecting and 
processing the data needed for performing 
and administering peer-review processes. 
Bussman notes that i f DHEW were to 
make such a dictate, the prerogatives of 
physicians to control and manage t h e i r 
review a c t i v i t i e s and operations would be 
severely l i m i t e d and could conceivably 
adversely impact the effectiveness of PSRO 
operations. 
NO SINGLE APPROACH 
The Blue Cross Association, the Medi-
care Program f i s c a l intermediary f o r over 
90 per cent of th i s country's hospitals, 
essentially concurs with Dr. Bussman's 
analysis. To maintain local physician i n -
terest and ensure effectiveness of operation, 
no single approach to data collection and 
processing should be mandated by DHEW upon 
the PSROs. 
Rather ,the appropriate role for DHEW 
concerning t h i s matter i s to provide the 
PSRO with technical assistance and guidance 
re l a t i n g to id e n t i f y i n g and evaluating the 
available data-collection and processing 
options and to ensure that the cost-effec-
tiveness of program operation is maximized 
by the PSRO's decision. Cost-effectiveness 
i n t h i s case implies that less expensive 
options should not be abandoned i n favor of 
more costly approaches Tinless the higher 
priced methods demonstrably and s i g n i f i c a n t -
l y increase the effectiveness of the t o t a l 
PSRO operation. Insuring that only econom-
i c a l l y sound choices are made i s currently 
an especially important activity,given the 
fTinding l i m i t a t i o n s placed upon the PSRO 
program by Congress. 
Given the scarcity of resources a v a i l -
able to PSROs and that higher priced options 
do not substantially improve the e f f e c t i v e -
ness of program operations, the a t t r a c t i v e -
ness of using the fiscal-intermediary claims 
systems for collecting and processing PSRO 
data substantially increases. Because 11 
of the 22 PSRO Hospital Discharge Data Set 
(PHDDS) elements are contained on the 
Medicare inpatient claim form and are used 
for bill-payment functions, the cost of 
thi s approach is very low. 
Although there would be some local 
variation i n cost due to d i f f e r i n g computer 
hardware and software configurations and 
di f f e r i n g u t i l i z a t i o n volumes, i t is e s t i -
mated that most Blue Cross plans could 
provide the PSRO i t s required information 
services for less than 3^ cents per dis-
charge—a price substantially below the 
75-cent cost c e i l i n g proposed by DHEW. 
KEEPING CONTROL 
Allowing each PSRO to choose i t s own 
data coll e c t i o n and processor ensures that 
control on a loc a l level i s maintained. I f 
the e n t i t y i n i t i a l l y designated by the PSRO 
to supply information services cannot be 
responsive to the review group's needs, 
the contract can be terminated and a new 
group chosen. These prerogatives of 
selection and tennination w i l l assist i n 
ensuring good performance. The role of 
DHEW should be one of demanding managerial 
prudence from t h e i r PSRO contractors. 
I t i s only through responsible decision-
making on the part of PSRO administrators 
and governing boards that program success 
w i l l be achieved. • 
David H. Klein 
Director, Development 
Plan U t i l i z a t i o n Review Program 
Blue Cross Association 
Statewide Council 
timetable slips 
While statewide councils have been 
taking shape on paper at BQA during the past 
two months, (PSRO Update, Aug. 8 , 1975), a 
major question to be resolved within the 
of f i c e of the DHEW Secretary i s whether he 
w i l l delegate or retain his power to appoint 
two of the public members of each council. 
BQA plans sought answers to delegation 
i n September , nominations i n October, 
appointment^ i n November and meetings i n 
December. That timetable has apparently 
slipped. • 
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